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Taking the Pulse of the U.S.
Healthcare Market
2015 was a significant year for the healthcare insurance market, and more
importantly, for the Affordable Care Act (ACA). This paper will examine
some of the most important changes in the commercial health insurance
market during 2015, using data from the S&P Healthcare Claims Indices.
These indices are designed to provide a detailed view of healthcare cost
changes at the national, regional, and metropolitan levels. The indices are
based on enrollment and paid claims data provided to S&P Dow Jones
Indices by 25 health plans collectively covering over 57 million participants.
In particular, this paper will examine three critical aspects of the commercial
health insurance market.

EXECUTIVE SUMMARY
•

•
•

The changes in
the ACA affected
costs for both the
individual and the
group insurance
markets during
2014 and 2015.

This paper looks at the impact of the changes to the individual
insurance market from the ACA legislation, both with respect to overall
enrollment and the cost of such policies.
It also investigates cost trends affecting large employers with selffunded medical plans.
The variations in cost drivers between the individual market and the
self-insured market are covered as well.

2015 was essentially the first year in which employers and health plans got
a full view of the effects of the ACA changes on their cost structures, and it
was a year in which these health plans needed to make key decisions
about premiums for 2016. As the S&P Healthcare Claims Indices data
indicate, changes in the ACA affected costs for both the individual and the
group insurance markets during 2014 and 2015. There are many opinions
as to whether passing the ACA has been a benefit or has created more
problems and increased costs in the healthcare market. The legislation,
which was passed in 2010 by Congress and upheld by the Supreme Court
in 2012, contains many features that were intended to simplify the way
healthcare works in the U.S. and to reduce the cost of healthcare, but it
was primarily intended to ensure that more Americans have healthcare
coverage than ever before. The purpose of this paper is neither to endorse
the ACA nor to take a position against it, but rather to point out
developments, as illustrated by the S&P Healthcare Claims Indices, that
exist in the market in the aftermath of the passage of the legislation and
other developments in 2015.
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2015 marks the first time since the introduction of the legislation that we
could truly measure any potential impact on the market. Looking at its
history, three key elements of this legislation have had a potential effect on
the cost of healthcare in the market.
First, there was a requirement for all individuals to either have healthcare
coverage or face tax penalties. The key goal of this part of the legislation
was to focus on increasing the number of Americans covered by some form
of healthcare.
Second, the legislation extended certain access to coverage options to
uninsured individuals with pre-existing health conditions. Under the new
law it is now illegal for insurers to refuse to offer coverage due to preexisting conditions or to terminate a policy of an individual who became ill
while covered by an individual policy.
The ACA also
extended access
to coverage
options to
uninsured
individuals with
pre-existing
health conditions.

The law also requires that insurers charge the same premium for a healthy
individual as one with a pre-existing condition. The expectation was that
this pre-existing condition requirement in the legislation would add
significant cost to the healthcare market due to the entrance of individuals
with pre-existing conditions who were already in need of healthcare.
Insurers would not be able to charge premiums that were higher than those
allocated to a healthy individual for members with pre-existing conditions.
To offset the expected increase in costs, insurers would be subsidized by
the government for losses due to these new “unhealthy” members in cases
where their estimation of costs was not reflective of the healthiness of the
new enrollee pool.
Finally, there was a requirement for health plans to continue covering
dependents 26 years of age or younger under their parents’ health
coverage. This feature ensures that a select group of people that may
have previously gone without health coverage (unless it was provided by a
post-secondary institution or employer) would find themselves fully
covered. In particular, because this group was younger, they were
considered to be lower risk and more healthy. While the expectation was
that this requirement would add to total healthcare costs, it would also
provide coverage to a healthy population, creating a base for which it could
lower the average cost of group insurance plans.
As we look back at 2015, we have data that could potentially start
answering the question about whether the ACA achieved its primary goal of
ensuring that more Americans have health coverage than ever before.
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Enrollment
Because the initial open enrollment in the Health Insurance Marketplace
was plagued with administrative problems, growth in enrollment was
delayed (see Exhibit 1). In fact, in early 2014, the government announced
that open enrollment would be extended to March 31, 2014.
Because the initial
open enrollment
in the Health
Insurance
Marketplace was
plagued with
administrative
problems, growth
in enrollment was
delayed.

Exhibit 1: S&P National Individual FFS Medical Total Cost Index Versus
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Source: S&P Dow Jones Indices LLC. Back-tested data from February 2008 to September 2015. The S&P Healthcare Indices
were launched in October 2013. All data prior to that date are back-tested. Past performance is no guarantee of future results.
Chart is provided for illustrative purposes and reflects hypothetical historical performance. Please see the Performance
Disclosures at the end of this document for more information regarding the inherent limitations associated with back-tested
performance.

As can be seen in Exhibit 1, individuals started to take advantage of this
new coverage, and between October 2013 and September 2015, total
enrollment increased over 25% on an adjusted basis, as measured by the
S&P Healthcare Claims Indices for the individual market.1 Given that the
S&P Healthcare Claims Indices represent approximately 40% of the total
commercial healthcare market in the U.S., we believe that it is reasonable
to conclude that the ACA has induced more individuals to elect to buy
health coverage.

1

The enrollment numbers have been adjusted to remove the drop in enrollment due to the removal of a plan from the S&P Healthcare
Indices in October 2014.
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Cost of Coverage
Looking at the impact of insurers being required to offer insurance to
individuals regardless of pre-existing conditions, and at the same cost as
an equivalent healthy individual, Exhibit 2 indicates a significant increase in
overall costs associated with individual healthcare coverage, as shown by
the upward trend in claims costs from Q1 2010 to September 2015.
Exhibit 2: S&P Healthcare Claims National Individual Total Cost Index
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A key question is
whether this
increase in cost is
more associated
with an increase
in the cost of
services, or if it is
due to the
increase in the
utilization of
services by the
new enrollees
post-ACA.

Source: S&P Dow Jones Indices LLC. Back-tested data from February 2008 to September 2015. The S&P Healthcare Indices
were launched in October 2013. All data prior to that date are back-tested. Past performance is no guarantee of future results.
Chart is provided for illustrative purposes and reflects hypothetical historical performance. Please see the Performance
Disclosures at the end of this document for more information regarding the inherent limitations associated with back-tested
performance.

A key question is whether this increase in cost is more associated with an
increase in the cost of services, or if it is due to the increase in the
utilization of services by the new enrollees post-ACA. To investigate this
question, we can look at the utilization of hospital inpatient services. The
S&P Healthcare Claims Indices include a utilization measure for hospital
inpatient services by tracking the total number of inpatient days per 1,000
people. Exhibit 3 shows the monthly change in the average cost of
inpatient services (dark blue line), the average utilization of inpatient
services (light blue line), and the average cost per day of inpatient services
(black line) as represented by the Index.
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Exhibit 3: S&P Healthcare Claims National Individual Hospital Inpatient
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Not surprisingly,
with the ACA
changes in effect,
we see a
significant
increase in overall
costs.
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Source: S&P Dow Jones Indices LLC. Back-tested data from February 2008 to September 2015. The S&P Healthcare Indices
were launched in October 2013. All data prior to that date are back-tested. Past performance is no guarantee of future results.
Chart is provided for illustrative purposes and reflects hypothetical historical performance. Please see the Performance
Disclosures at the end of this document for more information regarding the inherent limitations associated with back-tested
performance.

As shown in Exhibit 3, prior to January 2014, utilization of inpatient services
was fairly stable, with a slight drop from 2008 through 2011 and a slight
increase from 2011 to 2013. Starting in January 2014, we begin to see the
impact of the ACA on utilization. Not surprisingly, with the ACA changes in
effect, we see a significant increase in overall costs. However, the chart
shows that not only were overall costs increasing, but the average cost per
person was also increasing. What was driving these costs? Was the
actual cost of a hospital bed increasing? Looking deeper into the data, we
see that the average cost of inpatient services was holding steady. This
means that the overall increase in costs for individual coverage was not
associated with an increase in the price of inpatient services, but instead it
was due to the fact that the utilization of services had increased
significantly. This was not unexpected, since a key provision of the ACA
was to allow people with pre-existing conditions access to healthcare
services. Individuals with serious health conditions have a much higher
likelihood of utilizing these services as soon as they have coverage, thus
increasing the average cost per person for healthcare services.

Due to a change in the way covered days were calculated in 2013 by a number of plans, a significant artificial drop in utilization history not
related to market experience is evident in the March 2013 utilization number. Covered days are a key component in the inpatient utilization
calculation. For the purposes of this paper, the March 2013 utilization number has been estimated by taking an average of all March and
April month utilization changes through history and applying it to March 2013. Only the March 2013 number has been affected by this
change.
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HAS THE ACA BROUGHT INDIVIDUAL COSTS BACK TO NORMAL?

Exhibit 4: S&P Healthcare Claims National Medical Total Cost PMPM
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Healthcare costs between the group insurance (employer) market and the
individual market have always been markedly different. Group insurance
has always been based on the average cost of the covered group, not the
health status of the individual. In fact, during the interview stage, an
employer is not permitted to ask any direct questions about a candidate’s
health and cannot obtain information through background searches, as all
information is protected by the Health Insurance Portability and
Accountability Act (HIPAA). In contrast, prior to the introduction of the
ACA, individuals seeking health insurance were required to fill out
extensive forms related to their health status, and insurers utilized this
information to set insurance premium rates and determine whether the
individual was insurable. This resulted in a covered group in the individual
insured market that was significantly healthier than the equivalent
population in the employer market, and thus the first group was less costly
as a whole to treat for medical conditions. With the introduction of the ACA
and the requirement that insurers offer individual coverage regardless of
health status, it would be expected that costs associated with treating the
individual market should come in line with the costs associated with the
employer market.

Source: S&P Dow Jones Indices LLC. ASO: Administrative Services Only. Back-tested data from February 2008 to
September 2015. The S&P Healthcare Indices were launched in October 2013. All data prior to that date are back-tested.
Past performance is no guarantee of future results. Chart is provided for illustrative purposes and reflects hypothetical
historical performance. Please see the Performance Disclosures at the end of this document for more information regarding
the inherent limitations associated with back-tested performance.
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As can be seen in Exhibit 4, in the individual line of business (dark blue
line), per member per month (PMPM) costs have increased and recently
have moved to be more in line with the employer market PMPM costs.
Whether costs remain in line with the employer market or continue to
escalate will be a critical measure of the ultimate success or failure of the
ACA.

WHAT ABOUT THE EMPLOYER MARKETS?
After several years of declining cost trends, 2015 saw a sharp uptick in
overall cost trends associated with medical coverage for the self-insured
market (ASO). As seen in Exhibit 5, trends decreased consistently from
2012 through 2014. However, since the start of 2015, they have moved
back up to the 3%-to-4% level on a year-over-year basis.
As with the individual market, we can get a better perspective on costs by
looking into what factors were driving these changes. As an example, we
again turn to hospital inpatient services, where we can look at utilization
and unit costs as driving factors.
Exhibit 5: S&P Healthcare Claims National ASO Medical Index
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Whether costs
remain in line with
the employer
market or
continue to
escalate will be a
critical measure of
the ultimate
success or failure
of the ACA.

Source: S&P Dow Jones Indices LLC. ASO: Administrative Services Only. Back-tested dta from February 2008 to September
2015. The S&P Healthcare Indices were launched in October 2013. All data prior to that date are back-tested. Past
performance is no guarantee of future results. Chart is provided for illustrative purposes and reflects hypothetical historical
performance. Please see the Performance Disclosures at the end of this document for more information regarding the inherent
limitations associated with back-tested performance.
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Exhibit 6: S&P Healthcare Claims National ASO Hospital Inpatient Index
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The average cost
of a hospital bed
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and it shows no
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Source: S&P Dow Jones Indices LLC. ASO: Administrative Services Only. Back-tested data from February 2008 to
September 2015. The S&P Healthcare Indices were launched in October 2013. All data prior to that date are back-tested.
Past performance is no guarantee of future results. Chart is provided for illustrative purposes and reflects hypothetical
historical performance. Please see the Performance Disclosures at the end of this document for more information regarding
the inherent limitations associated with back-tested performance.

Unlike the individual line of business, in which utilization appears to have
been driven up by the new enrollees under the protection of the ACA, for
self-insured employers, there was no corresponding impact from the ACA,
so the overall enrollment remained consistent. As Exhibit 6 shows, overall
inpatient utilization has actually been dropping. Since 2013, when key
components of the ACA came into play, ASO inpatient costs have
increased at a moderate level on a PMPM basis, with the index moving in a
corridor between 120 and 140. However, the average cost of a hospital
bed for employer plans has been steadily increasing since index inception,
and it shows no sign of slowing (see Exhibit 6). Thus the question is why
were unit costs rising, while PMPM costs were flat and utilization was
dropping? We offer four possible explanations for this.
•

3

It is possible that employers’ efforts to try to control healthcare costs
were driving these changes. Over the past decade, we have seen
employers shifting more costs to employees through higher deductibles,
higher co-pays, higher annual minimums, etc. According to a story on
CNBC, 3 which cited a study from the Kaiser Family Foundation and
Health Research & Educational Trust, the average deductible for a

“Employers shifting more health-care costs to employees.”
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Today more than
ever before, more
and more
services are being
performed in an
outpatient setting
rather than
requiring an
overnight hospital
stay.
•
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single-coverage plan has increased from USD 303 in 2006 to USD
1,077 in 2015. In addition, according to the same study, 46% of
workers with single coverage had a deductible of USD 1,000 or more in
2015, up from just 10% in 2006. With this shift of cost burden to
employees, it is likely that employees were utilizing benefits less often,
thus decreasing overall utilization. Such a decrease in utilization could
mean that service providers could be facing a decrease in overall
revenue and would need to push unit cost prices higher in order to meet
their revenue targets, thus offsetting some of the cost savings accruing
to employers through lower utilization.
With regard to inpatient services, it may be the case that employer
efforts to control inpatient costs resulted in a situation where, over time,
the average severity of the conditions treated through inpatient services
was increasing, thus increasing the average cost per day for inpatient
services. To the extent that this occurred, the conclusion is less that
providers were raising their prices and more that employer efforts to
control costs were shifting the balance of how people were treated by
their health needs.
It is possible that we were experiencing a shift in the burden of costs
from the group insurance (employer) market to the individual market, as
coverage through individual policies expands. It is interesting to note
that, in Exhibit 6, the decline in utilization for employer plans began in
2013, the year before the ACA individual coverage mandate came into
effect. To illustrate this, we would expect to see a drop in enrollment for
the ASO group. As illustrated by Exhibit 7, we do see a significant drop
in enrollment of about 6.4%. Further, it would be expected that the
employers that moved from a self-funded structure to putting employees
into the individual mandate would be employers facing the highest
costs. If this were the case, it would certainly explain the significant
drop in utilization.
Finally, it is also possible that the changing landscape of the healthcare
market was responsible for the decline in utilization. Today more than
ever before, an increasing amount of services are being performed in
an outpatient setting rather than requiring an overnight hospital stay.
Unfortunately, due to limitations in our data available to calculate
utilization for other types of services, the S&P Healthcare Claims
Indices cannot directly measure the impact of this change on outpatient
services.
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Exhibit 7: S&P Healthcare Claims National ASO Medical Index
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Source: S&P Dow Jones Indices LLC. ASO: Administrative Services Only. Back-tested data from February 2008 to
September 2015. The S&P Healthcare Indices were launched in October 2013. All data prior to that data are back-tested.
Past performance is no guarantee of future results. Chart is provided for illustrative purposes and reflects hypothetical
historical performance. Please see the Performance Disclosures at the end of this document for more information regarding
the inherent limitations associated with back-tested performance.

CONCLUSION
We are just starting to see the evolution of the new healthcare market. It
will still take many years for the issues raised in this paper to be evaluated
and for conclusive evidence to provide final answers to the many questions
people have about the changes in the healthcare market. In the meantime,
utilizing early evidence such as that illustrated by the S&P Healthcare
Claims Indices, provides for more input to the continued debate about the
merits of the ACA and what the healthcare market will look like 5 or even
10 years from now.
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ABOUT S&P DOW JONES INDICES
S&P Dow Jones Indices LLC, a part of McGraw Hill Financial, Inc., is the world’s largest, global resource for index-based concepts, data and
research. Home to iconic financial market indicators, such as the S&P 500® and the Dow Jones Industrial AverageTM, S&P Dow Jones Indices
LLC has over 115 years of experience constructing innovative and transparent solutions that fulfill the needs of institutional and retail
investors. More assets are invested in products based upon our indices than any other provider in the world. With over 1,000,000 indices
covering a wide range of assets classes across the globe, S&P Dow Jones Indices LLC defines the way investors measure and trade the
markets. To learn more about our company, please visit www.spdji.com.

SIGN UP to receive updates on a broad range
of index-related topics and complimentary events.
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PERFORMANCE DISCLOSURES
The S&P Healthcare Claims Indices (the “Indices”) were launched in October, 2013. All information for an index prior to its
launch date is back-tested. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations
are based on the same methodology that was in effect on the launch date. It should be noted that the historic calculations of
an S&P Healthcare Claims Index may change from month to month based on revisions to the underlying data used in the
calculation of the indices. Complete index methodology details are available at www.spdji.com.
S&P Dow Jones Indices defines various dates to assist our clients in providing transparency on their products. The First Value
Date is the first day for which there is a calculated value (either live or back-tested) for a given index. The Base Date is the
date at which the Index is set at a fixed value for calculation purposes. The Launch Date designates the date upon which the
values of an index are first considered live: index values provided for any date or time period prior to the index’s Launch Date
are considered back-tested. S&P Dow Jones Indices defines the Launch Date as the date by which the values of an index are
known to have been released to the public, for example via the company’s public website or its data feed to external parties.
Past performance of the Index is not an indication of future results. Prospective application of the methodology as well as
revisions to healthcare data used to calculate the Index may not result in performance commensurate with the back-test
returns shown. The back-test period does not necessarily correspond to the entire available history of the Index. Please refer
to the methodology paper for the Index, available at www.spdji.com for more details about the index, including the manner in
which it is calculated.
Another limitation of using back-tested information is that the back-tested calculation is generally prepared with the benefit of
hindsight. Back-tested data reflect the application of the index methodology. No hypothetical record can completely account for
the impact of financial risk in actual trading. For example, there are numerous factors related to the healthcare market in
general which cannot be, and have not been accounted for in the preparation of the index information set forth, all of which
can affect actual performance.
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© S&P Dow Jones Indices LLC, a part of McGraw Hill Financial, Inc. 2016. All rights reserved. S&P is a trademark of
®
Standard & Poor’s Financial Services LLC (“S&P”), a subsidiary of McGraw Hill Financial. Dow Jones is a trademark of Dow
Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC.
Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written permission. This document
does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, S&P or their
respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by
S&P Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones
Indices receives compensation in connection with licensing its indices to third parties. Past performance of an index is not a
guarantee of future results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through
investable instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any
investment fund or other investment vehicle that is offered by third parties and that seeks to provide an investment return
based on the performance of any index. S&P Dow Jones Indices makes no assurance that investment products based on the
index will accurately track index performance or provide positive investment returns. S&P Dow Jones Indices LLC is not an
investment advisor, and S&P Dow Jones Indices makes no representation regarding the advisability of investing in any such
investment fund or other investment vehicle. A decision to invest in any such investment fund or other investment vehicle
should not be made in reliance on any of the statements set forth in this document. Prospective investors are advised to make
an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such
funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the
investment fund or other vehicle. Inclusion of a security within an index is not a recommendation by S&P Dow Jones Indices to
buy, sell, or hold such security, nor is it considered to be investment advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public
and from sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related
analyses and data, research, valuations, model, software or other application or output therefrom) or any part thereof
(Content) may be modified, reverse-engineered, reproduced or distributed in any form or by any means, or stored in a
database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The Content shall not be used for
any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively
“S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P
Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the cause, for the results obtained
from the use of the Content.
The content is provided on an “as is” basis. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS. In no event
shall S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or
lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.
S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the
independence and objectivity of their respective activities. As a result, certain business units of S&P Dow Jones Indices may
have information that is not available to other business units. S&P Dow Jones Indices has established policies and procedures
to maintain the confidentiality of certain non-public information received in connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers
of securities, investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries,
and accordingly may receive fees or other economic benefits from those organizations, including organizations whose
securities or services they may recommend, rate, include in model portfolios, evaluate or otherwise address.
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